Example of Paired Observations
In Excel: TINV(1-0.9,5)
The interval includes zero, so we cannot say that policy A is better than policy B.  We need to check if the confidence interval of Z at a given level includes zero  We can approximate the population variances above with sample variances when n 1 and n 2 are greater than 30
Inferences concerning two means (cont'd)  For small samples, if the population variances are unknown, we can test for equality of the two means using the t-statistic below, provided we can assume that both populations are normal with equal variances  t is a random variable having the t-distribution with n 1 + n 2 -2 degrees of freedom and S p is the square root of the pooled estimate of the variance of the two samples 3. Compute the sample standard deviations: 6. Compute the effective number of degrees of freedom. 
Rank-sum test (cont'd)
 The values in the first sample occupy ranks 1, 2,3,4,6,7,9,10,11,12,14,15,19,20 and 29  The sum of the ranks for the two samples, W1 = 162 and W2 = 273
 The U-test is based on the statistics or on the statistic U which is the smaller of the two
 Under the null hypothesis that the two samples come from identical populations, it can be shown that the mean and variance of the sampling distribution of U1 are  Numerical studies have shown that the sampling distribution of U1 can be approximated closely by the normal distribution when n1 and n2 are both greater than 8  Since Z is less than -2.575, we reject the null hypothesis; we conclude there is a difference between the two systems
